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CORPORATION ACCOUNTING AND THE CANADIAN 
INCOME TAX ACT 


By John A. Wilson ...... AE he Meee : . 208 


Born and educated in Peterborough, Mr. Wilson embarked 
upon his career as a Chartered Accountant with the firm 
of Geo. A. Touche & Co., in Toronto. He was admitted to 
membership in the Institute in 1934 and he was made a 
Fellow of the Institute in 1948 and the same year he became 
a senior partner of his firm. Mr. Wilson is also a Governor 
of the Canadian Tax Foundation. 


WHY AND HOW TO WRITE YOUR THESIS 
By George Moller . 


Mr. Moller graduated from the University of Prague, in 
in Law and Political Science, and obtained the degree Doctor 
Juris. For some time he was Secretary to the Management 
of the Bohemian Union Bank, and represented this in- 
stitution in the management of several large industrial 
corporations. After coming to Canada, he joined the staff 
of Geow A. Touche & Co., and in 1945 was admitted to 
membership in the Institute of Chartered Accountants of 
Ontario. Mr. Moller is now with the firm of Robertson- 
Irwin Co. Ltd., as Controller, and is a member of the Hamil- 
ton Chapter of S.I.C.A. 
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Our New President 





GEORGE I. MacKENZIE, B.Sc., R.I.A. 


A blend of farmer, engineer, teacher, army officer, and 
accountant—George Ian MacKenzie, B.Sc., R.I.A.—Industrial 
Adviser, Bank of Montreal, is the newly-elected President of 
the Society of Industrial and Cost Accountants of Canada. 


Born and raised on a farm at Malagash, Nova Scotia, he 
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attended the local school until completing two years high, then 
graduated successively from Picton Academy, Mount Allison 
University, and Nova Scotia Technical College, defraying some 
of the expenses by teaching night school classes. 


Armed with a B.Sc. in Electrical Engineering, he went in 
search of fortune and travel, but says only the latter was 
achieved. First stop was a position in the Engineering Depart- 
ment of the New York and Queens Electric Light and Power 
Co. On leisure evenings, the class room again beckoned and soon 
he was enrolled at New York University for post-graduate 
studies in Business Administration paying for the course by 
lecturing at a city night school. 


Returning to Canada in 1929, Mr. MacKenzie joined the 
Northern Electric Company in Montreal and during the next 
ten years acquired experience in production, sales, field in- 
stallations, and plant management, at the same time continuing 
an interest in extra-mural education by giving a series of lecture 
courses at Montreal Technical Institute, Sir George Williams 
College, and McGill University. 


Enlisting in the Canadian Signal Corps, in Seprember 
1939, he was on overseas service for the duration of World War 
II, holding the rank of Lt.-Col. (G.S.O.). Service included ap- 
pointments as Secretary of the Overseas Invention Board and 
Administrative Officer for the Canadian scientists who were 
investigating enemy research and technology during the latter 
stages of the war. This provided an opportunity for inter- 
viewing some of the German officials in custody before their 
trial as war criminals. 


After seriously considering permanent residence in Europe, 
Mr. MacKenzie returned to Canada and undertook his present 
position with the Bank of Montreal, settling in Toronto. 

A lifelong interest in education, however, will reach a happy 
climax this year because as National President of the Society, 
he will be the head of two thousand student members taking 
courses at fifteen Canadian universities. 

These young men, he says, will make an immense con- 
tribution to the future welfare of industrial life in Canada and 
no effort should be spared that will encourage and support the 
training program. Translated into action, these words mean for 
him a personal intention to visit the provincial organizations 
from Newfoundland to British Columbia. 
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New Members 


CALGARY CHAPTER 
Mace G. Harrison, Superior Oils Ltd. 
John W. Schonert, General Petroleums of Canada Ltd. 
Leo C. Bowes, General Petroleums of Canada Ltd. 


KENT COUNTY CHAPTER 
James A. Barry, Pearson Edwards & Co., Chatham 


LONDON CHAPTER 
W. George Cooke, General Steel Wares Ltd. 


MONTREAL CHAPTER 
Fred Okimura, Canadian Super-Cold Ltd. 
Jean-Jacques Corbeil, Garnet Retallack & Sons Ltd. 


NIAGARA CHAPTER 
Kenneth Rusk, Provincial Engineering Ltd. 


OTTAWA CHAPTER 
William F. Burt, Kenwood Mills Limited, Arnprior 
L. William Macdonald, Kenwood Mills Limited, Arnprior 
Ernest G. Hamlyn, Clark Dairy Limited 


TORONTO CHAPTER 
Robert W. Baines, Continental Can Co. Ltd., New Toronto 


NON-RESIDENT ALBERTA SOCIETY 
S. Ross, Viking, Alberta 





Chapter Notes 
BAY OF QUINTE CHAPTER 


The closing meeting of the Bay of Quinte Chapter of the Industrial 
and Cost Accountants Society, was held in Lattimer’s Towne Room, on 
Tuesday, May 15th, 1951, at 6.30 p.m. 

After a social get-together, Mel Richards was appointed Sergeant-at- 
Arms and successfully squeezed $4.20 from erring members during the 
dinner. 

Art Lockley presented a short report on the 10th Annual Conference, 
to be held in Peterborough, on May 25th and 26th, 1951, noting that a 
pre-Conference Dinner was being held for Chapter officers on May 24th, 
1951. 

Mark Vanner then read out the names of the four new Directors 
elected for the 1951-52 season: W. O. (Wilf) Richardson, B. A. (Bruce) 
MacRae, H. M. (Mac) Dowsett, C. J. (Carl) Casey. 

Bob Taylor automatically became a Director in the capacity of Past 
Chairman. 
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A short Question- Answer Period was held, with members divided 

into two sides and fines levied if a question was not correctly answered. 

The meeting was called at 9 p.m., and some further time was devoted 
to group activities. 


CALGARY CHAPTER 


The season’s activities of the Calgary Chapter of the Society of In- 
dustrial and Cost Accountants of Alberta, has been brought to a close 
with a rapid succession of events. 

At the Chapter’s annual meeting, Mr. J. Harry Miller was elected 
Chairman. Other officers are: H. H. Hutton, Past Chairman; J. Payne, 
Vice-Chairman; J. S. Desreux, Secretary; R. H. Johnson, Treasurer; and 
Directors, D. S. Murison, L. R. Bennett, F. H. Ougden and L. M. Youell. 

On May 19th, the Chapter acted as luncheon hosts to delegates from 
Edmonton and Lethbridge to the Provincial Annual Meeting. Members 
and their guests heard a comprehensive talk by Mr. Carl O. Nickle, on the 
history of oil exploration and development in Alberta. Mr. Nickle prophe- 
sies that extension of oil exploration in the three western provinces and in 
the Northwest Territories will produce oil fields to support a greatly 
increased oil industry. 

Members entertained their wives and guests at the Chapter’s Annual 
Ladies’ Night Dance, on May 23rd. Special credit is due to Len Youell 
and Monty Desreux, for the excellent arrangements, highlighted by out- 
standing entertainment by local artists. 


EASTERN TOWNSHIPS CHAPTER 


The annual meeting of the Chapter was held on Tuesday evening, May 
22nd, at Elmwood Inn, Lennoxville. There were about 25 members 
present. 

Mr. T. Masterson reported on the Educational Programme and 
pointed out that more students should be taking the courses which the 
Society is offering. Mr. J. Owen gave the membership report which showed 
that we have 41 active members. Mr. J. Wilson and M. E. Cook gave 
their reports on the past year’s Programme and Publicity, respectively. 
Mr. J. Bealieu, the chairman of the Nominating Committee, then submitted 
a list of officers for the coming year and from this the following were 
elected: Chairman, J. Grundy, of Sherbrooke Machineries Limited; Vice- 
Chairman, C. Taylor, of Canadian Fairbanks-Morse Ltd.; Treasurer, T. 
Masterson, of Hall Machinery Ltd.; Directors, M. E. Cook, of Sherbrooke 
Machineries Ltd.; J. D. Owen, of Paton Mfg. Co.; H. C. Haydon, of Cana- 
dian Johns-Manville Co.; J. Kenna and J. Beaulieu, of Julius Kayser Co., 
and S. Allen, of Carnation Co. Mr. R. E. Blake will be the Past-Chairman 
for the coming year. 

Following the election of officers ,a buffet lunch was served, at which 
time all new business was discussed under the chairmanship of J. Grundy. 


MONCTON CHAPTER 


The Chapter concluded its first year with a well-attended meeting at 
Moncton Curling Club, on May 25th. The membership was able to look 
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back with some satisfaction on the accomplishment and is looking forward 
to another year with much optimism. 

For this final meeting of the season, Rand H. Matheson, Executive 
Manager of the Maritime Transportation Commission, addressed the 
Chapter on the lively subject of Freight Rates. The speaker was intro- 
dced by Wallace Mills and thanked by Bob Hunter, with Jim McCafferty 
in the chair. 


MONTREAL CHAPTER 


The annual meeting of the Montreal Chapter of The Society of 
Industrial and Cost Accountants of Quebec, was held at the Ritz-Carlton 
Hotel, on Thursday evening, May 20th, 1951. 

At this meeting, the following were presented with certificates as 
Registered Industrial Accountants, by A. V. Harris, C.A., R.I.A., Vice- 
President of the provincial society: G. W. Baird, R.I.A.; H. V. Clark, 
R.LA.; J. H. Loomer, R.IA. 

The following officers and directors were elected for the year 
1951-52: Chairman, J. G. Mock, Jenkins Brothers Limited; First Vice- 
Chairman, A. E. Bishop, P. S. Ross & Company; Second Vice-Chairman, 
R. L. Sewell, Building Products Ltd.; Honorary Secretary, J. V. Farrell, 
E. G. M. Cape & Company; Honorary Treasurer, R. Ledoux, Imperial 
Tobacco Co. of Canada Limited; Assistant Secretary-Treasurer, D. W. 
Burke, Payne, Patton & Pugsley; J. E. Beauregard, J. W. Fitzpatrick, W. 
G. Joule, J. Norris, L. Bolduc, C. Goldsmith, F. M. McIver, R. J. Overall, 
W. E. Douglas, R. Herron, F. W. Naylor. 


NIAGARA CHAPTER 


Mr. S. G. Cherrie, of the Beaver Wood Fibre Co. Ltd., Thorold, 
was elected Chairman of the Niagara Peninsula Chapter of the Society of 
Industrial and Cost Accountants of Ontario, at the annual meeting, held at 
the Welland House, St. Catharines. Other officers appointed were: Mr. 
Alfred Owen, Interlake Tissue Mills, Merritton, as Vice-Chairman; and 
Mr. Gordon Elliott, Foster-Wheeler Limited, as Secretary-Treasurer. 

Other members forming the directorate for the 1951-52 season are: 

Past Chairman, Mr. Don Jones, Canadian Carborundum Co.; Mr. 
C. H. Little, Burgess Battery Co.; Mr. Charles Clark, Dominion Chain 
Co.; Mr. Norman Misner, North American Cyanamid Co., all of Niagara 
Falls; Mr. M. J. White, Electro-Metallurgical Co., and Mr. W. T. Gunning, 
Gelling Industries, both at Welland; Mr. F. A. N. Haultain, Interlake 
Tissue Mills, Merritton; Mr. J. McLaren, Foster-Wheeler Ltd., Mr. H. R. 
White, Thompson Products Ltd., Mr. F. E. Poynton, Lightning Fasteners 
Ltd., St. Catharines, Ontario. 

The meeting concluded with the showing of two interesting films 
arranged by the Programme Chairman, Mr. Leonard Neal. 
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No matter how you look at it—from the standpoint of dependability, of dura- 
bility, of quality, or of price—a Burroughs gives you more. Burroughs adding 
machines are built by master craftsmen to perform better for a longer time... 
are designed to give you the answers you need in the surest, simplest, thriftiest 
way possible—and to keep on giving them for years and years. So, be sure 
it's the best—be sure it’s a Burroughs. Call the Burroughs office near you 
today. It’s listed in the yellow pages of your telephone book. 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 


WHEREVER 


— - a ee a ee _ 


THERE'S BUSINESS THERE’S 
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By N. R. BARFOOT, R.LA. 
BUDGET 


The general excitement surrounding the issuing of the budget has 
now died down and it seems in retrospect that it was not too bad after all. 

The Income Tax is upped by a 20% defence surcharge, but contrast 
the new amounts with those paid in 1943. A married man with no 
children, earning $4,000.00 per annum paid over four times as much in 
1943 as he will in 1951 under the new rates. 

The increase in Sales Tax from 8 to 10% and the special excise 
increases are aimed at retarding spending, as a curb to inflation. 

With the prospect of a gross national production of 20 billions in 
1951, the tax intake by the Federal Government will probably exceed 
all estimates. 

Defence spending will also probably exceed all estimates. 


SMALL LOANS 


The use of the small loan as a device for overcoming short-term 
economic low spots seems to be an established thing with Canadians. 
Finance companies report a total of $119 million given out to 586,664 
individuals in 1950. 


TACONITE 


As everyone knows, the rich ore deposits of the Mesahi Range in 
Minnesota are dwindling rapidly. In view of this fact, it is particularly 
interesting to see that taconite rock bearing about 25% iron has been 
finally processed to a useable form for blast furnaces. 

The first production unit at Beaver Bay, Minnesota, will make 
2,500,000 tons of iron rich pellets per year and will be ready to produce 
about 1955. By 1960, annual production is expected to be 20 million tons 


per year. 
COMPENSATION ACT 


The Workmen’s Compensation Act originally went into force in 1915. 

A board of inquiry was instituted last year to examine, report upon 
and make recommendations regarding the Act. 

The major recommendations were: 

1. That the waiting period be reduced from seven to four 
days. : 

2. That maximum annual earnings which may be taken into 
account in computing compensation should be raised from 
$3,000 to $4,000. 

3. That compensation for burial expenses should be 


increased. 
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4. That additional sums necessary to make increases in com- 
pensation payable for past fatal accidents should be paid 
by the Government and not levied on employers. 

5. That lung cancer should be an industrial disease and that 
silicosis and pneumoconiosis should be compensable when 
contracted in any process in which there is inhalation of 
silica dust. 

6. The accident prevention work should be placed under the 
jurisdiction of the Workmen’s Compensation Board and 
that the Board should be empowered to make and enforce 
safety regulations. 

7. That an accident prevention committee should be set up 
in every plant with 20 or more workmen. 


FOREIGN EXCHANGE 


Official reserves of Gold and U.S. Dollars rose by 625 millions during 
1950. This was brought about by a very large net inflow of capital, mostly 
on private account, which took place for the most part in the third quarter 
of the year. 

It might be interesting, also, to draw attention to the rapid easing 
of the World dollar problem which occurred in 1950. The balance of 
payments deficit on goods and services account of the rest of the world 
with the United States and Canada, which amounted to no less than $11.6 
billion in 1947 and to $7.2 billion in 1948 and $6.4 billion in 1949, fell to 
below $2 billion in 1950. In the second half of the year the deficit 
virtually disappeared. Throughout 1950 the Government of the United 
States continued to provide grants and loans to non-dollar countries and 
there were abnormally large outflows of funds of a capital nature from the 
United States subsequent to the currency devaluations of September 1949. 
As a result, the gold and United States dollar holdings of all countries 
other than the United States and Canada rose by about $4 billion in the 
fifteen months to the end of 1950. The sterling area alone added $1.9 
billion to its central gold and dollar reserve in this period. 

It would appear that the World Shortage of dollars has been greatly 
alleviated even if the remedies applied are not entirely understood. It is 
also manifestly, very difficult to measure the disequilibrium existing be- 
tween dollar and non-dollar countries. 


DEPRECIATION 


At least four problems have come out of the new deferred depreciation 

and will be the subject of consideration by Ottawa. 

1. How to handle building and expansion programs in progress prior 
to the announcement of the new policy. 

2. How to draw a line between defence or defence supporting in- 
dustry and “civilian” work. 

3. The need for clear definitions of how far in the production process, 
“basic” industries are to be considered eligible for exemption from 
the regulations. 

4. How to provide continuation of depreciation rates where these 
have been in effect, but where the property changes hands after 
the date of the new order. 
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By W. W. HENDERSON, R.1.A. 


FINANCIAL RATIOS AND CREDIT IMPLICATIONS—A Discussion on Credit Accomo- 
dation, by V. L. Gole, F.F.I.A., and R. V. Cottingham, F.F.I.A., in the Federal 
Accountant (Australia), February 1951. 

Presented is the dialogue of a skit in which the actors are the above- 
named gentlemen. It simulates an interview between a credit-seeker and 
his banker; and while clothed with sufficient humour and informality to 
make easy listening, or reading, its basic intent is serious and informative. 
Points discussed are: 

1. Physical sales volume, as compared to sales dollar volume. 

Ratio of current assets to current liabilities. 

Inventory turn-over rate. 

The effect of price cutting on gross profit. 

Accounts receivable turn-over ratio to sales. 

Dissipation of working capital by proprietorship withdrawals 

(dividends in a Limited Company). 

Incidentally, the customer didn’t get the loan. 

CASH BALANCE APPROACH TO FUNDS STATEMENT PROMOTES CLARITY IN 
FINANCIAL REPORTS, by Emmett B. Day, C.P.A., in the Journal of Accountancy, 
April 1951. 

Mr. Day suggests that “statements presented to management could 
be improved considerably if explanation is made of where funds come 
from and what disposition is made of them.” While this is common enough 
practice in the form of a Source and Application of Funds Statement, the 
conventional method of presentation deals only with working capital 
changes, whereas the author suggests that such a presentation should re- 
volve about “Cash” instead of “Working Capital”. The average layman’s 
understanding of the connotation “Working Capital” and what a statement 
showing changes in it really means, the author suggests, is hazy. In Mr. 
Day’s method all transactions funnel through cash account, and changes in 
it are identified by group headings which serve to clarify transactions 
affecting cash account, together with associated amounts. 

In the example presented by the author the following are the classi- 
fications and group headings used: 

Beginning balance 

Funds provided by— 

Operations: 
Income from Sales, rental and other income, Sales of 


OR wr 


equipment. 
Increase in liabilities: 
Notes payable, accounts payable, accrued expenses. 
Decrease in receivables and inventories: 
Receivable, inventories 
Total funds available 
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Funds applied to— 
Operations: 
Cost of Sales (excluding depreciation allowance), adminis- 
tration expenses, interest, increase in prepaid expenses, pur- 
chase of new machinery and equipment 
Total funds used in business 
Withdrawals by dividends 
Cash Balance — end of year 
Basic advantages claimed by the author are: 
1. The relation of funds to cash balance is emphasized. 
2. Sales income is used (managers, employees and others are most 
likely to think in terms of the sales dollar). 
3. No explanation of, or reference to, a book allowance for de- 
preciation is necessary. 
Changes in current liabilities are emphasized. 
Changes in receivables and inventories are stated separately. 
Funds used in the business are totalled separately. 
Withdrawals from the business are emphasized. 
If desirable, cost of sales can be sub-divided into elements of labor, 
material used, and other costs. 


ON > 


ECONOMY STUDIES FOR REPLACEMENT DECISIONS, by T. W. Leland, in the N.A.C.A. 

Bulletin, Section 1, April 1951. 

The question of whether or not to replace equipment, is one which 
can weigh heavily on an executive’s mind, so that any tools which may 
assist in reaching a decision which will stand the test of time are welcome. 

Mr. Leland explains the use of Economy Studies. Such studies can 
provide at least one of the required tools mentioned above. 

Any attempt at description of the method in the space available here, 
will undoubtedly contribute to oversimplification. Nevertheless, the fol- 
lowing is an effort towards exposing the essence of the author’s ideas. 

Comparisons are made between existing equipment and that under 
consideration, on the basis of the cost (or alternatively, cash outlay re- 
quired for operation) of a like quantity of the same products produced 
by each piece of equipment involved. The existing equipment is valuated 
at its considered current worth. Depreciation costs comprising part of 
Economy Studies will be based on this current valuation of old equipment. 
Where a study is on an annual cost basis, the straight line method of de- 
preciation is normally used. Quality of product and capacity for and cost 
of extra output are factors which have to be considered outside the area 
of Economy Studies. Such studies are possible in four ordinary forms: 
(1) Total Cost, (2) Alternative Costs, (3) Cash Savings and (4) Annual 
Costs. None of these are possible of exemplification here other than “Total 
Costs”: 


Economy Study—Period 10 Years 








Old New 

Equipment Equipment 
Operating costs (exclusive of depreciation) ........ 90,000 60,000 
ARORA 3 oso Mcsinis sys wraurecrscasearnansevax canes 2,000 20,000 
Total Costs . eee eer ee 92,000 80,000 
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Net Savings using new equipment ................ 12,000 








92,000 92,000 
*Depreciation of current value of old equipment. 


OTHER ARTICLES OF INTEREST 


MEASUREMENT OF PROFITS FOR EXECUTIVE DECISIONS, by Joel Dean, The Ac- 
counting Review, April 1951. 

ACCOUNTING FOR JOINT COSTS, by Harold G. Avery, The Accounting Review, 
April 1951. 

BALANCING THE UNBALANCED SHEET FUNDS, by James R. Neff, The Chartered 
Accountant, April 1951. 

AIRPORT ACCOUNTING FOR THE PORT OF NEW YORK AUTHORITY, by Karl G. 
Clement, The New York C.P.A. April 1951. 

COST ACCOUNTING IN AIR TRANSPORTATION, by Raymond G. Lochiel, The New 
York C.P.A., April 1951. 

BIBLIOGRAPHY ON AIRPORT ACCOUNTING, prepared by Committee on Air Trans- 
port and Airport Accounting, The New York C.P.A., April 1951. 

STOCK PURCHASE PROGRAMS, by J. O. Kamm, The Controller, April 1951. 

ACCOUNTING PRINCIPLES FOR NON-PROFIT ENTERPRISES, by Lloyd Morey, C.P.A., 
The Journal of Accountancy, April 1951. 

FINANCIAL STATEMENTS SHOULD SHOW EARNINGS PER SHARE, by W. F. Stanley, 
The Journal of Accountancy, April 1951. 

NEW INVENTORY CONTROL SYSTEM SPEEDS ORDERS, by Arthur Weiss, C.P.A., The 
Journal of Accountancy, April 1951. 

INVENTORY ACCOUNTING IN GROCERY CHAIN, by F. D. Scott, C.P.A., The Journal 
of Accountancy, April 1951. 

PAYMENT FOR PATENT USE—INCOME OR CAPITAL GAIN?—by N. E. Schlesinger, 
C.P.A., The Journal of Accountancy, April 1951. 

MORE INFORMATIVE COSTS ON THE INCOME STATEMENT, by E. E. Rennhack, 
N.A.C.A. Bulletin, April 1951, Sec. 1. ; 

THE ART AND THE SCIENCE OF DISTRIBUTION COSTING, by John A. Beckett, 
N.A.C.A. Bulletin, April 1951, Sec. 1. 

DISTRIBUTION COST CONTROL—AND BEYOND, by E. W. Kelley, N.A.C.A. Bulletin, 
April 1951, Sec. 1. 

PERFORMANCE REPORTS IN A TABULATING UNIT, by L. C. Lewan, N.A.C.A. 
Bulletin, April 1951, Sec. 1. 

TEN QUALIFICATIONS OF A PLANT CONTROLLER, by Donald F. iincoln, N.A.C.A. 
Bulletin, April 1951, Sec. 1. 

THE TASK OF THE TIME AND PRODUCTION REPORTING STAFF, by Frank O. Call, 
N.A.C.A. Bulletin, April 1951, Sec. 1. 

PRODUCTION CONTROL IN A SMALL FOUNDRY, by Winston Brooke, N.A.C.A. 

Bulletin, April 1951, Sec. 1. 








“Now our posting and 
billing is completed 7 days 
earlier with National” 


— says Mr. Lorne W. Bradburn, Office Manager, 
The Toronto Electrotype and Stereotype Co. Ltd. 


“Our No. 16EB National Bookkeeping Machine has now been 
in operation long enough for us to appreciate its real value. 


“For over twenty years we followed the old-fashioned system 
of posting by hand and typing our statements monthly. This 
of course caused many delays and we are now glad that we 
decided to have the National System installed. 


“All our posting operations are now wonderfully simplified, 
ledger cards and statements done in one operation and our daily 
balancing enables our statements to reach clients by the second 
or third of the month instead of the eighth or tenth as 
formerly.” 


So writes Mr. Bradburn 
about the National Sys- 
tem in his office. 


If you want to speed up 
sales transactions, please 
clients or customers, sim- 
plify your record keep- 
ing, and eliminate old- 
fashioned, time-wasting 
and often inaccurate 
methods, ’phone or write 
to-day to your nearest 
National representative. 


There’s a National Book- 
keeping System — at an 
economic price — for 





every type of business, 
Operator with a National Combined Posting and Billing 


Machine. large or small. 


THE NATIONAL CASH REGISTER 
COMPANY OF CANADA LIMITED 


. 5 os Sa a CASH REGISTERS - ADDING MACHINES 
Head Office: Toronto Sales Offices in Principal Cities ACCOUNTING MACHINES 
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C.1.0.S. INTERNATIONAL EXCHANGE 
LETTERS 


GREAT BRITAIN: LETTER NO. 2 
Subject: Industrial Relations 


This is an old-established Company which began in the 
late eighteenth century and has a fairly continuous record of 
steady progress since it started. 

It makes and sells soft drinks and has ten factories scattered 
over the British Isles and several others overseas. 

I joined it as Managing Director in 1948 and what I am 
going to talk about is the re-organization of its labor policy in 
this country. 

When I joined it the Company was an admirable example 
of paternalism. Factory employees could be dismissed without 
notice and could claim no payment from the firm when ill, and 
there was a wholly inadequate Contributory Pension Scheme. 
While employees had no rights, they were given consideration; 
payments were made to those away ill and a substantial allow- 
ance to old employees on retirement. But each case was treated 
on its merits; and while individuals had every reason to hope 
for good treatment, they could not be certain of it. 

The Company was, for the most part, non-Unionized. The 
craft workers, joiners and so on, were members of their own 
Unions, and some of the Transport workers were members of 
the Transport and General Workers’ Union, but generally speak- 
ing the machine operators were not members of any Union at 
all. 

This, I thought, was bad. There might well come a time 
when, as a result of labor difficulties in a comparatively un- 
important industry, there would be a severe clash, with no 
steadying outside influence such as a Union could provide. 

I therefore approached the Transport and General Workers 
Union which had the largest representation in the Company 
and suggested to them that now was the time to make an 
Agreement, when there could be no question of a clash of views 
and consequent distortion of outlook. 

The Union welcomed this and gave us considerable help in 
drawing up the Company Employment Code, which set out to 
dispel the three basic fears of any worker, namely:— 


’ 
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(a) Fear of dismissal. 

(b) Fear of considerable sickness and its attendant want, 

and 

(c) Fear of poverty in old age. 

The first was the most difficult and involved a complete 
change in the Company’s production policy. Like many seasonal 
businesses, it has always worked on the basis of a considerable 
summer peak, with a smaller one at Christmas, and the rest of 
the year just “ticking over”. 

Fortunately, however, the product will keep almost in- 
definitely and by stockpiling, it has been possible to work the 
machines fairly regularly throughout the year. This in turn has 
enabled us to fix an “establishment” of trained personnel, and 
incidentally has increased efficiency and lowered cost. 

In the Employment Code we have introduced terms of 
notice; one week for the normal run of employees and one 
month for those of over ten years’ service. But what is more 
important, we have told employees with more than three 
months’ service that they will not be sacked except by myself. 
In other words, we have taken away local authority to dismiss, 
except for indiscipline. 

Fear of sickness has been met by the introduction of a 
Health Scheme of novel character. This gives to established 
employees an entitlement in sick benefit which builds up year 
by year and which need not be used unless or until the employee 
wants to use it. The credit thus created is available for sickness, 
for accident (whether on or off duty) and for maternity. 


As for the fear of poverty in old age, the Pension Scheme 
has been revised, and in its new form will, with the State Old 
Age Pension, provide an adequate income for the retired 
employee. 

Life Assurance is provided at the expense of the Company 
for all employees who join the revised Pension Scheme. Every 
employee can now tell what he will receive on retirement, and 
what his dependents will receive should he die in harness. 

I think there is some social significance in this policy. In 
the Welfare State the giver of rights is the State, and this is 
much too remote from the individual worker to make him 
conscious of the responsibilities that go with rights. Within the 
ambit of the business these responsibilities can be made clear, 
at all levels. 
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Corporation Accounting and the Canadian 
Income Tax Act 
By JOHN A. WILSON, F.C.A., 


George A. Touche & Co., Chartered Accountants 





It is thought by some that it is only necessary to use 
ordinary common sense, and tax problems will not 
arise. This does not hold any more as many of the tax 
difficulties encountered appear to be contrary to ordi- 
nary common sense. In this article, the author deals 
with some of the income tax problems encountered most 
frequently by business firms and the application of the 
amendments contained in the recent Budget proposals. 











In attempting to talk to you on the question of Income 
Taxes, I realize that I am stepping into a field in which 
numerous talks and papers have been delivered and, therefore, 
it is somewhat difficult to know what particular phases of 
Income Tax would be of interest to all of you present. 

We all have our pet problems on this subject. I feel that it 
would be in order for me to deal with those problems which 
link up with accounting since, after all, I belong to the Account- 
ing Profession and my contact is from that side. 

In discussing this subject, I would like to emphasize the 
fact that the practice of income tax, whether from the layman’s 
or consultant’s point of view, is not an easy matter under present 
day conditions. We have a new Act which became effective as 
at the Ist January, 1949 and not only have we a new Act but 
the complete personnel of the Administration has been con- 
siderably reshuffled in the past few years with the result that a 
great deal of the experience gained under the old Act and in 
dealing with former personnel has now to be more or less for- 
gotten and new approaches considered. 

In particular, we are all aware of the fact that perhaps 
more than ever the Income Tax Department is now endeavoring 
to administer the Act strictly in accordance with the letter of 
the law letting the chips fall where they may even though this 
may work a hardship on some and seem to unduly favour others. 
I do not think that we should be too critical of this approach 
of the Department to these problems since, after all, it is their 
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duty to administer the Act and not to guess that it was intended 
to mean something other than what it says. 


In considering the problems under the present Act, we 
should be very careful to take nothing for granted. Based on 
our old experience, when in doubt about interpretation, we 
should be sure that the legal interpretation we are using is 
sound and given by a competent person. It has been my ex- 
perience that one may casually read a section in the Act a num- 
ber of times and only when you are forced to seriously consider 
the exact shade of meaning intended do you realize the full 
import. This is where the training of your lawyer in interpreting 
legislation can be of great assistance to you in advising what 
the correct legal interpretation is. 


Before going into any details, I would like to take a 
moment to speak about the method of coping with the problem 
of Income Tax in Corporations. I will deal principally with 
Corporations throughout because I believe that this aspect of 
taxation is of greater interest to most of us. 


It is recognized more and more that hind sight in Income 
Tax while very interesting is not a good basis upon which to 
practice Income Tax in a corporation or, for that matter, in 
personal affairs. This is one field in which the old saying, “A 
stitch in time saves nine” is very appropriate and I do not think 
I can over-emphasize the importance of educating Management 
to the necessity for considering the Income Tax problems which 
may arise in every transaction into which they propose to 
enter. The problem is how to cope with this. Many of our 
senior executives cannot and do not pretend to have any de- 
tailed knowledge of income taxes. It is a difficult subject and 
even those who are working with it all the time find that they 
must be continually on their guard to keep up to date. The 
problem, therefore, is to find some method of keeping Manage- 
ment in the picture taxwise without unduly hampering their 
normal activities, 


A great deal depends on the size of the company. In large 
corporations very often some individual or individuals have 
the responsibility for scrutinizing all transactions for tax angles. 
They are sufficiently trained to know what problems may arise 
and usually they work closely with their tax consultants who 
are usually their accountants and lawyers and thereby thresh 
out most of the problems. In smaller corporations, it may not 
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be possible to have someone on taxes full time but it is very 
important that someone who has sufficient knowledge of pos- 
sible problems sit in with management when they are framing 
their plans in order that they may warn against the possibility 
of tax problems arising and know when to suggest that the 
proposed action be referred to the tax consultants. 

One practice which is useful is to have regular conferences 
with the company’s tax consultants for the purpose of dis- 
cussing generally what has transpired and what general plans 
are in progress in order that he may point out the various 
points which must be planned to obtain the most beneficial tax 
treatment. This is the most constructive part of a tax con- 
sultant’s work and can be much more valuable than the work 
he performs of trying to get the company out of trouble after 
they have already gotten into it. The latter may be somewhat 
more spectacular in that it is easier to see the dollars that have 
been saved. The former, however, is a much more practical 
basis of operation and certainly much more satisfactory from 
the company’s standpoint. 

The idea held by some individuals in the Management 
Group that you only have to use ordinary common sense and 
tax problems will not arise does not hold any more. We must 
admit that many of the tax difficulties we get into appear to be 
contrary to ordinary common sense. 


Since I prepared the draft of this talk, the 1951 Budget 
Resolutions indicate amendments which will alter somewhat 
the problems set out. In order that there may be a clear under- 
standing of the situation before and after, I will indicate at the 
end of each Section the effect of the Budget proposals if they 
become law. 


I would now like to comment briefly on some of the 
problems which the taxpayer corporation may have to consider. 


1. RELATED CORPORATIONS 


I refer here to Section 36, subsection 4 which deals with 
the conditions under which corporations are not allowed to 
obtain the benefit of the low tax rate on the initial $10,000 of 
taxable income. Up until a short time ago, the general inter- 
pretation of this section was to the effect that if the same in- 
dividual or group owned less than 70% of the different corpora- 
tions in which they are interested, that there was no forfeiting 
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of the right to the reduced rate on the first $10,000 by any of 
the companies. A bomb shell has been dropped by the De- 
partment recently by assessing a number of corporations on the 
basis that the interpretation is much broader and that where 
the owners are not dealing at arm’s length by reason of their 
blood relationship regardless of the fact that neither one may 
have any interest in each other’s company, the allowance at the 
low rate will be denied. One of the typical examples used has 
been the owner of a lumber company in British Columbia, whose 
brother owned a dairy in Halifax and while neither have any 
beneficial interest in the other’s company, the fact that they are 
brothers is used as the reason for calling them related 
companies. 

Needless to say, this type of assessment is under appeal in 
many cases and the Canadian Tax Foundation, the Bar Asso- 
ciation and the Association of Chartered Accountants have 
made represenations to have the Act changed in order to have 
it mean what apparently it was hoped it meant originally. 

It may be that the word “dealing” has a particular signi- 
ficance and that the Courts would hold that, in the type of 
relationship I have just mentioned, the section does not apply 
since there has not been any “dealing”. 

It would appear that the representations made by the 
professional societies and others must have had some effect be- 
cause the Budget Resolutions provide for an amendment where- 
by only those corporations controlled by persons not dealing at 
arm’s length and owning shares in the capital stock of both 
corporations will be affected by this. This would mean that the 
example used above would no longer be applicable. However, 
it should be kept in mind that this applies to 1951 and subse- 
quent years and, therefore, would not affect assessments prior 
to that. 


ll. TAX ON UNDISTRIBUTED INCOME — PRIVATE COMPANIES 


This section has caused a great deal of interest and in 
view of the fact that there has been much written on the sub- 
ject, I will not attempt to cover it in any detail. However, 
there are one or two interesting points that I would like to 
mention. In the first place, it is generally known that the term 
“Private Company” is not connected with the interpretation that 
we get in any of the Companies Acts but is for this purpose 
governed by the interpretation of subsection 3 of section 95A 
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of the Income Tax Act. Briefly, this is a company in which 
the number of shareholders is not more than 75, excluding 
persons who are in the employment of the corporation or who, 
having been formerly in the employment of the corporation 
and have continued to be shareholders, and includes a corpora- 
tion that is controlled by another corporation within the mean- 
ing of subsection (1 B) of section 27 if the control was acquired 
after May 10, 1950. 


This leaves it open for a company not coming within this 
definition of a “Private Company” to become a “Private Com- 
pany” by taking the necessary action. This action might consist 
of some of the shareholders acquiring the outstanding shares of 
other shareholders in order to comply with the definition. 


However, the broad avenue left open whereby a holding 
company may be formed to acquire control of more than 50% 
of the voting stock and thus bring the controlled company 
within the category of a Private Company has had the greatest 
significance. Where more than 50% of the voting stock is 
closely held, it is relatively simple to form a holding company. 
Many very large companies with hundreds or thousands of 
shareholders have availed themselves of this method. 


It should be mentioned that in all cases, the Act only con- 
fers upon the company the right to pay the tax upon the undistri- 
buted income and does not deal with the question of distri- 
bution. The latter is a matter of ingenuity on the part of the 
accountants and lawyers involved. The most common method 
is to issue redeemable preference shares by way of a stock 
dividend for an amount equal to the tax paid undistributed in- 
come. After capitalizing an amount in this way, the shares may 
be redeemed without attracting additional tax. I think there is 
some confusion in the thinking on this point: particularly I 
would warn against the thought that it is mandatory to take 
any action of this kind and again, against the thought that it is 
necessarily the thing to do. In many cases, it is obviously not 
the right procedure. Consideration must be given to the com- 
pany’s financial position and its plans for the future. There has 
been quite a scurry to get in under the wire, as it were, on the 
theory that the government may retract this legislation. No 
one can predict what merit there is in this line of thinking but 
I would point to the fact that the experience in this type of 
legislation in the past has been that it has never been withdrawn 
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without due warning to those who might wish to take advantage 
of it. 

If the company has not the money to either pay the tax or 
make available the funds to shareholders within a reasonably 
short time, it is one of those situations where I think at least a 
second thought should be given before taking advantage of this 
legislation at this time. On the other hand, there is the element 
of the right to capitalize an amount equivalent to the dividends 
paid in each year from 1950 on to be considered. The latter 
cannot be carried out until the first move covering the 1949 
surplus has been completed and, therefore, in some cases it may 
be advisable to give further thought to take some immediate 
action. 

I would also mention that the amount of surplus deter- 
mined for the purpose of the payment of this tax may not neces- 
sarily be the same amount as appears in the Company’s balance 
sheet. This is a calculation based on the formula which is 
supplied in the Act which is similar to that under Part 18 of 
the Old Act when the distribution of the surplus accumulated 
up to 1939 was permitted. Again, we must remember that Part 
18 allowed for an immediate tax free distribution where this 
merely confers the right to pay the tax after which appropriate 
steps must be taken if the tax portion is to be distributed with- 
out the payment of further tax. 


The complications where there are inter-related companies, 
i. a holding company with a series of subsidiaries, are very 
great. This is caused by the fact that when the tax paid surplus 
passes from one corporation to another, it does not end up in the 
same type of surplus in the receiving corporation. It becomes 
a capital surplus which, if capitalized while the company has 
any undistributed income on hand would result in tax to the 
shareholder. 

Each case requires careful study particularly where other 
issues of securities or other capital surpluses must be considered. 

The Budget Resolutions provide two important changes in 
this legislation. 

1, It suggests the extension of the coverage of this section 
to all corporations. It can be seen that this removes the neces- 
sity for corporations to go to devious means to come within the 
interpretation of a private company. Many corporations will 
no doubt consider this opening very carefully. There should be 
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numerous instances where this might prove advantageous to 
corporation. On the other hand, there will still be many cases 
where it will not be advantageous to take any action. 

2. The second change proposed has the effect of with- 
drawing the right to the use of this section from a corporation 
controlled by another corporation with the exception that it 
would still have the right to pay the tax on its undistributed 
income on hand at the end of the 1949 taxation year. This 
withdrawal is effective the 10th April, 1951 and, therefore, would 
probably not interfere with any action already taken. 


ill. LEASE OPTIONS 

One form of financing capital expenditures adopted by 
certain types of companies has been that of selling a property 
and building to an insurance company or other financial in- 
stitution at an agreed price and leasing the property back from 
such institution on a basis of a rental calculated to service the 
lease agreement, ie. interest charges and amortization of the 
cost of the property. Usually, the agreements provide that the 
company may repurchase the property from the financial in- 
stitution after a number of years at prices graded according to 
the amount already paid on account of the purchase price. 

From the point of view of the taxpayer using the property, 
this type of deal has the advantage of allowing him to retain 
the maximum working capital within his organization. In other 
words, he pays for the property as he goes rather than having 
a large initial capital investment. From the point of view of 
the financial institution, this type of deal has the advantage of 
a long term income producing investment with good security. 
Such deals as a rule will only be carried out with companies 
who can establish their financial backing to secure the liability 
in a very satisfactory manner. 

From a tax point of view, the problem that arises here is 
referred to in Section 18 of the Canadian Income Tax Act. 
Briefly, the position taken by the taxing authorities in drafting 
the Act has been that the lease feature is not recognized. The 
agreement is looked upon as an instalment purchase agreement 
and the company renting the property from the financial in- 
stitution is treated as if it were the owner and the cost price is 
the total of the instalments to be paid. Therefore, the lessee 
receives a capital cost allowance for the purpose of computing 
income tax but the rental as such is not allowed and there is no 
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allowance for interest other than to the extent that the instal- 
ments used in computing the capital cost of the property 
include the interest. 


In considering a deal of this kind it is necessary to compare 
carefully the allowance for depreciation that would be received 
to the amount of the annual rental. On reading the Act, it 
would appear that the depreciation would be based on the re- 
ducing balance rates applied to the total of the instalments to 
the end of the contract but for the purpose of assessing there 
are one or two practical problems which arise such as what 
deduction, if any, would be made for the amount of the purchase 
contract in respect of the land and whether or not the option 
to repurchase at the end of more than one period would have 
an effect upon the number of instalments to be capitalized. Also 
there is the problem that if the purchase option is exercised 
after say a five year period, it could mean some adjustment in 
depreciation allowance if the total of the instalments to say the 
end of a twenty-five year period had been used for the purpose 
of calculating depreciation. Obviously, if the option feature is 
omitted the problem becomes much simpler. 

Actual experience on assessments and cases on these 
agreements are limited with the result that it is impossible to 
indicate definitely exactly what basis the department will use 
in assessing and upon what basis the Appeal Board, or the other 
Courts would decide a case which came before it. 

The Budget Resolutions contain no direct reference to 
Lease Options. However, there is a problem which arises as a 
result of the proposal to defer Capital Cost Allowances on 
capital assets acquired after the 10th April, 1951. 

It is not possible to be very specific at this time because 
the manner of administering this proposed legislation will not 
be known for some time but the danger, as I see it, exists where 
the sale to the financing company is made after April 10th, 1951 
and a long term lease arrangement is negotiated. The taxing 
authorities could take the position that there had been a defi- 
nite severing of ownership and that the lease arrangement 
entered into after April 10th constituted the acquisition of a 
capital asset after that date which would result in postponing 
any capital cost allowance for a period of four years, unless the 
particular asset qualified for a Certificate of Eligibility. 

The general effect of this proposed legislation could be to 
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discourage the lease option deal in favour of other financing 
where payments under the lease option could be claimed each 
year. 


IV. LOAN TO NON-RESIDENT PERSON 

I would like to mention this particular item, dealt with in 
Section 19 of the Act, because it is one of those sections which 
may suddenly confront the taxpayer and the difficult part about 
it is that usually by the time he becomes aware of it, he can do 
nothing to remedy the existing liability for tax. 

Briefly, the situation exists that where a corporation in 
Canada has loaned money to a non-resident, and the loan has 
remained outstanding for one year or longer without interest 
at a reasonable rate having been charged thereon and included 
in the lenders income, the Department has the right to add to 
the lenders income the amount which would correspond to 
interest at 5% per annum for the taxation year or the part of a 
year during which the loan was outstanding for the purpose of 
calculating the income tax. 

It can be seen that this may be a real hardship because 
the company which received the loan has not paid any interest 
and therefore would have no reduction from its taxes and yet 
the Canadian Company is charged taxes on the deemed to be 
interest. The procedure here to guard against getting into 
difficulties of this kind is to scrutinize during the year all 
balances with non-resident persons to determine whether or not 
they could be brought within the terms of this section. Note 
particularly, that ordinarily it is required that the loan be out- 
standing for one year and also it is helpful to the taxpayers 
cause if it can be shown that the balance turns over regularly 
so that while there may be a balance from year to year, the 
actual makeup of this balance can be traced back for say one 
or two months. This applies particularly where the Canadian 
Company is shipping materials to the non-resident company 
against open account. 

In some cases, advances of this kind are necessary to 
enable a corporation in a foreign country to set up in business. 
In fact it is a form of permanent financing. Sometimes, of 
course, this type of financing would automatically be converted 
into capital stock of one form or another. This prompts the 
suggestion that if towards the year end a loan of this kind is 
still outstanding and will be outstanding, a conversion to re- 
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deemable preference shares will still protect the Canadian Com- 
pany’s right to get its money back and, at the same time, 
protect it from the income tax problem. I think it is fair to say 
that the Income Tax Department is very active in this area 
now and is checking closely for any company balances of this 
type. This is a very good illustration of the type of situation 
which needs constant review and attention from someone who 
is acquainted with the tax problems which may arise. 


ACCELERATED DEPRECIATION 


Up to the issue of Order-in-Council PC 816, published in 
The Canada Gazette on 25th February, 1951, accelerated de- 
preciation was not provided for in the Canadian Income Tax 
Act and the depreciation regulations. This Order-in-Council 
provided that in respect of those assets for which a Certificate 
of Eligibility could be obtained from the Department of Trade 
and Commerce accelerated depreciation would be allowed. To 
be eligible, the acquisition would have to be of a nature which 
would facilitate the fulfilment of defence contracts. Accelerated 
depreciation may be obtained on property included in the 
buildings classes and to the 20% class applicable to tangible 
capital assets not included in other classes. Very briefly the 
extra depreciation may be said to be limited to 30% on the 
building classes and 20% on the other assets with appropriate 
limitations applying after the initial allowance for the first year. 


DEFERRED CAPITAL COST ALLOWANCE 

The Budget Resolutions contain a proposal whereby in 
respect of assets acquired after the 10th April, 1951 no capital 
cost allowance will be made for a period of four years except 
for those which qualify for Certificates of Eligibility from the 
Minister of Trade and Commerce and those used in the pro- 
duction and distribution of electricity, gas and water, the pro- 
vision of telegraph and telephone services, pipe lines, gas and 
oil well equipment, lumbering equipment, patents and franchises 
or for use by individuals in farming, fishing or a professional 
service, 


Note: 


The kind of assets eligible for certificate for Minister of 
Trade and Commerce are those necessarily acquired for 


(a) Defence purposes. 
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(b) The production and distribution of primary products 
in farming, fishing, mining, petroleum, lumber and pulp and 
paper industries. 

(c) Direct use in the transportation and communication 
business. 

The effect of this Budget proposal may well be felt by 
quite a number of companies, particularly with the new higher 
tax rates which are coming into effect. Accounting-wise it may 
call for the deduction of the provision for income taxes before 
the deduction for depreciation in some cases. 

Matters which would appear to be of prime importance 
would be the title to assets. It might call for some scrutiny of 
circumstances where equipment has been acquired on an in- 
stalment basis. A rather serious condition occurs where corpora- 
tions are in the middle of a major construction programme. 
The present wording of the proposals would indicate that the 
part of the programme completed after April 10th would not 
be eligible for depreciation until four years later. 

Another example of the effect of this proposal would be the 
incorporation of a partnership which, by bringing about the 
acquisition date subsequent to the 10th April, would render the 
assets of the corporation subject to the deferred capital cost 
allowance regulations. Also transfers between related compa- 
nies such as subsidiaries of one parent could bring about the 
loss of the right to claim capital cost allowance. 
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Why and How to Write Your Thesis 


By GEORGE MOLLER, Dr.Jur., C.A., Hamilton 





This is a treatise which will be published in a pamph- 
let form and issued to all final year students to assist 
them in the preparation of their thesis. It should be 
very helpful to all industrial accountants in the prepara- 
tion of the more comprehensive reports which they are 
frequently called upon to make. 











Definition 


“Thesis” is defined by Webster’s New American 
Dictionary as 
(1) a proposition to be maintained by the person who 

advances it, 

(2) a long essay especially by a candidate for a Uni- 

versity degree, 

A synonym for thesis is “dissertation” which, according to 
the dictionary means “a long, written treatise on a certain 
subject.” 

The treatise should be a full report on the findings of the 
writer in his research on the chosen subject. The thesis is the 
culmination not only of the specific work devoted to the subject, 
but should also include the conclusions from his general studies 
in his fields of endeavour. 

The educational syllabus issued by the Society of In- 
dustrial and Cost Accountants of Ontario, contains on page 5 as 
one of the main requirements for obtaining the “R.IA.” degree 
from the society, the submission of a complete thesis — 

“This thesis shall be a comprehensive description 
of a Cost Accounting System applied to a specific 
business enterprise. The system described may be one 
actually in operation or may be one developed on a 
hypothetical basis applicable to an actual enterprise. 

“An introductory description of the Company, its 
organization, its products and its manufacturing opera- 
tions is recommended. 

“A reasonably complete description of the cost 
accounting plan and procedure should be given, in- 
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cluding the accounting control, specimens of the 
principal forms used, reports and statements, and 
some reference to standard costs and to budgetary 
control. If the concern is a large one, a description 
of the overall cost system may be given or one de- 
partment may be selected and described in detail. 

“A thesis on a subject of Industrial Organization 
and Management may be accepted if the subject is 
approved by the Educational Committee.” 


Why To Write 


A pamphlet issued by the Society of Industrial and Cost 
Accountants, under the heading “Requirements When Writing 
Cost Accounting Thesis” explains briefly the purpose of re- 
quiring a thesis from every candidate as follows: 

“It serves to test the candidate’s ability to apply 
practically, the theoretical knowledge of cost account- 
ing gained during his course of studies — and it dis- 
plays the student’s facility in expressing himself 
logically, and clearly while presenting the result of his 
research. 

“The thesis should be a comprehensive descrip- 
tion of a cost accounting system applied to a specific 
business enterprise. One may choose to describe a 
system in actual operation, or may develop a hypo- 
thetical system so long as it proves applicable to an 
actual business venture.” 

It should, perhaps, be pointed out that the requirement of 
submitting a thesis elevates the R.IA. degree to the level of a 
post-graduate university degree. The senior accounting orga- 
nizations as, for instance, the Chartered Accountants in Canada 
or the Certified Public Accountants in the United States do 
not require the candidates for their degree to submit a thesis. 
Neither is the submission of a thesis required from the candi- 
date for a B.A. degree. 

The requirement of a thesis from the holder of an R.LA. 
degree serves as a selective proof of achievement maturity, 
ability and a faculty of the holder in comparison to other 
accountants whose technical abilities may be equal to that of a 
holder of the degree but who had no occasion to prove that 
they have mastered the tools of their profession to such a 
degree that they are able, not only to fully and comprehensively 
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describe a system of accounting with all its implications, but 
also contribute through their presentation in their theses to the 
general knowledge of the profession by bringing out either new 
techniques or new applications of new techniques and methods 
to specific problems and/or conditions in an industry or other 
business venture. 

Many theses submitted by candidates have been published 
and are going to be published, by the Society’s publication “Cost 
and Management” and have, in this way, reached a wide circle 
of readers who certainly have derived substantial benefits from 
the information contained in these articles. 

It is generally understand that preparing a thesis requires 
an extraordinary amount of effort on the part of the candidate 
but also sets in motion other forces contributing to the knowl- 
edge of accounting as members of the Educational Committee 
have to approve the subject and outline of the thesis, in this 
way contributing their principle ideas to the work; after a thesis 
is finished the reviewing members of the Society again have 
an opportunity of considering the contents of the thesis and by 
advice and counselling adding some finishing touches and 
rounding out ideas to the dissertation. In this way, a thesis may 
become the spark generating a force which drives accounting 
ideas and techniques forward toward other improvements and 
closer to the attainment of the goal of accounting. 


Purposes of Cost Accounting 


A thesis should define the purpose, or purposes, of the 
system described, showing the relations between the cost ac- 
counting and the enterprise as a whole, the line of industry or 
venture to which the enterprise belongs but furthermore the 
contribution which good cost accounting should make through 
the enterprise to society as represented by the nation in which 
the enterprise works. These broad aspects should induce the 
candidate to fix the position of his vocation and his own position 
within the living society to which he belongs. The aspects of 
this position are ever-changing. It can be safely stated that the 
importance of cost accounting from small beginnings at the first 
decade of this century have grown at ever increasing pace to 
without a well-developed cost accounting system. In this 
connection, the address given by Mr. E. L. Hamilton, Assistant 
Treasurer of Canadian Industries Limited, Montreal, on October 
19th, 1950, before the Hamilton Chapter of the Society, entitled 
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proportions where no sizeable enterprise could be thought of 
“Cost Accounting, a function of Management” is worth while 
mentioning. In this address, Mr. Hamilton stressed: 

“The responsibility of management to maintain 
policies which will permit the undertaking to discharge 
fully and properly its responsibility to the environ- 
ment in which it operates, that is, to the political entity 
under whose laws it was formed and whose ultimate 
good must at all times govern the activities of the 
business unit.” 

This is an aspect which is very often easily overlooked or 
neglected. The address closed with a quotation from an article 
appearing in the 1950 Conference Proceedings of N.A.C.A. held 
in the Summer of 1950 in New York.! Mr. Charles R. Cox, 
President of the Kennecott Copper Corporation spoke on the 
subject “Management Opportunities for the Industrial Ac- 
countant” and in the introductory part of his speech Mr. Cox 
said in part: 

“It is difficult to fix a clear line of demarcation 
between accounting and management. Accounting, to 
be most valuable, must be geared to management de- 
cisions and management problems. Management, 
itself, involves much of accouuting. Management, 
must be continually conscious, both of the action 
needed and of the accounting to be made in the future 
for the results achieved and to be achieved. The 
relationships of income and outgo, of profit and loss, 
of work and performance are continuing management 
problems. Perhaps a clear dividing line between the 
accounting and the management fields cannot be 
drawn. Certainly, we would not wish in business to 
set aside accounting and management as entirely 
separate divisions of activity, each acting apart, un- 
related one to the other. We could not hope success- 
fully to conduct business affairs if this were done.” 
The management aspect of cost accounting is stressed in 

both the most recent standard works on cost accounting. Pro- 
fessor March, in his book “Cost Accounting”? says: “To describe 
cost accounting as an integral part of management is the pri- 
mary purpose of this book.” Professor Devine, in his new 








(1) 1950 Proceedings, International Cost Conference (N.A.C.A., New York). 
(2) James H. March, Cost Accounting (Ist Ed., New York; McGraw-Hill Book Co., Inc., 
1949), p. 6. 
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book “Cost Accounting and Analysis”® says in the preface of his 
work: “The co-ordinating theme is profit planning. The presen- 
tation stresses integration. The object is to train cost account- 
ants who understand thoroughly problems of management and 
the procedures necessary for their effective solution.” 


These are comparatively new aspects of the role and 
position of cost accounting and the candidate will be well 
advised to consider such basic aspects and define his own stand 
at the outset of his dissertation. In this way the requirement of 
writing a dissertation will contribute to the elevation of the 
candidate above the more technical aspects of his studies and 
induce him to find his own philosophical bearings in the ocean 
of thought into which he plunges, once he has completed his 
studies with the help of selected lectures and carefully chosen 
text books, and whence he has to start out on his own to keep up 
with the steadily mounting floods of new ideas, movements, 
techniques and basic considerations which are brought to his 
doorstep by the numerous publications in his field of endeavour. 


Candidate’s Stand 


To summarize the foregoing trend of thoughts, it is recom- 
mended that the candidate ask himself the question: “What is 
the role of industrial and cost accounting in contemporary 
economy and what part can I and do I, intend to play in this 
field?” If the candidate approaches his subject on such a broad 
aspect, he will find it easier to stick to the important con- 
siderations and not to lose himself in inconsequential details. 


How To Write 


In transition from the question “Why to Write a Thesis” 
to the problem “How to Write a Thesis” it seems appropriate to 
quote from the Office Workers’ Manual*, para. 24, “The Art of 
Self Expression”: 

“An important requirement for continued ad- 
vancement is the faculty of expressing yourself simply 

and clearly. Don’t worry: you can learn with a little 

practice if you really want it. The reason for the need 

of clarity is obvious. For instance, you need some in- 

formation, but your request for it is so garbled that 


(3) Carl Thomas Devine, Cost Accounting and Analysis (Ist Ed., New York; The MacMillan 
Company, 1950), p. 6. 
(4) Alexis R. Wiren, The Office Workers’ Manual (New York; The Business Practice, 1950). 
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you get wrong facts. You aren’t getting anywhere and 

someone else is wasting time also. 

“If part of your job is the preparation of letters 
or reports you won’t be expected to write like a Carlyle, 
but you can make that written material simple and 
easily understandable. Drop out all the unnecessary 
words and phrases. You will be surprised how much 
can be eliminated with increased clarity. 

“To write anything, the first step is to organize 
your thoughts. Decide what you want to say and in 
what sequence. Then, follow through, step by step. 

As a matter of fact, that is a good rule to follow in any 

business problem.” 

The author of the Office Workers’ Manual, Alexis R. Wiren, 
Director of Methods and Planning, Group Department, The 
Equitable Life Assurance Society of the United States has 
obviously succeeded in packing a lot of good advice into three 
short paragraphs. The afore-quoted educational syllabus of the 
Society of Industrial and Cost Accountants of Ontario, has the 
following to say about the contents and lengths of the cost 
accounting thesis: 


Contents and Length of Thesis 


“A description of not less than 6,000 or more 
than 12,000 words in length, of a cost accounting 
system in a major industry, and including specimens of 
the principal forms used. It should cover actual costs, 
standard costs, and preferably, budgetary control. A 
description of costing in a small concern may be ac- 
ceptable if it covers both fundamentals and details. 

“Two typewritten copies shall be presented by 
the candidate. Forms and plans need not necessarily 
be typed. The thesis shall be prepared privately by 
the candidate and shall be entirely his own 
compositions. 

“The candidate, at the option of the examiners, 
may be required to pass an oral examination on his 
thesis.” 

These requirements are comparatively simple. Universities 
usually have much more elaborate rules and regulations for the 
submission of theses. Although the society sets only minimum 
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requirements for the form and presentation of the candidate’s 
dissertation, the writer of a thesis will be well advised to make 
use of the available guides for thesis writing. The following 
paragraphs on how to write your thesis are based on four com- 
paratively small booklets, which were available for the author’s 
study at the library of McMaster University, in Hamilton, 
Ont. The quoted guides will, no doubt, be obtainable from all 
university and well-equipped public libraries. They should also 
become available through the Society’s headquarters library. 
The following guides are by no means the only ones existing 
in this field and their quotations should not be understood as an 
evaluation of all the available sources of advice on thesis: 


A Form Book for Thesis Writing, by William 
Giles Campbell, University of Southern California, 
Houghton Mifflin Company, The Riverside Press, 
Cambridge. 

The Term Paper, A Manual and Model, by 
Charles W. Cooper, Whittier College and Edmund J. 
Robins, San Bernardino Valley Union Junior College, 
Revised Edition (Stanford University Press, Stanford 
University, California). 

A Manual for Writers of Dissertations, by Kate L. 
Turabian (The University of Chicago Book Store). 

A Manual of Thesis Writing, by G. Harrison Cole 
and Karl Bigelow (Chapman & Hall, London, 1934). 


Selection of Topic 


The most important step in the writing of the thesis is the 
selection of the topic. The candidate for the R.I.A. degree is, to 
a certain extent, fortunate by being restricted to a description of 
a cost accounting system in a major industry, covering actual 
costs, standard costs and, preferably, budgetary control or a 
description of costing in a small concern, covering both funda- 
mentals and details. He may also choose a subject of industrial 
and organizational management, if the subject is approved by 
the Education Committee. But within this rather narrow frame 
the candidate still has a very wide choice of subjects and much 
thought should be given to the scope of the thesis before a 
definite decision on the title of the subject is made. Often a 
hastily chosen subject turns out to be a bad handicap and may 
even lead to the abandonment of this thesis after considerable 
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work has gone into the preparation. Such failure would be 
avoided by considering several subjects, not only fleetingly, but 
by making some basic investigation into the possible themes 
and after having collected at least the basic material for the 
subjects at choice, deciding on the one which seems to offer the 
best opportunities for displaying his acquired knowledge and 
applied experience. It may be advisable for the candidate to 
discuss the selection of his subject, not only with a member of 
the Educational Committee of the Society, but also with his 
supervisor or superior in the accounting department, as he will 
find it much easier to complete his task if he gets the active 
support of his superior in gathering the material, particularly 
forms, reports, etc. This should in no way interfere with the 
requirement that the thesis be entirely written by the candidate 
and be entirely his own composition. The co-operation of the 
candidate’s superior will also be desirable in view of the possible 
request of the candidate’s employer to keep any confidential 
material out of the thesis or at least substitute fancy figures for 
the real ones which appear in the actual reports or forms used 
by the company. This will particularly apply in cases where 
the candidate presents calculations, price determinations or 
profit planning. 

There is hardly a writer, even among the professional 
authors, who has not the occasional doubt as to English usage 
and style. The candidate writing a thesis will be quite often 
confronted with problems in his composition. If he’s plagued 
by questions of punctuation, spelling, proper usage of words 
and grammatical construction, he will look for readily available 
advice. There are several standard works on the market for this 
purpose. The author has used the “Writer’s Guide and Index to 
English”® to good advantage. A book of this kind should, by the 
way, be in every accomplished Accountant’s library as he will 
be confronted by problems of the aforementioned kind in his 
daily routine work (report writing, etc.). 

In laying out the thesis, the candidate will make his task 
easier if he follows the sequence suggested by the manuals for 
thesis writing. 

The following is an adaptation from the aforelisted form 
book for thesis writing to the specific requirements of the Cost 
Accountant’s thesis: 


(5) Porter G. Perrin, Colgate University, ‘Writers’ Guide and Index to English’’ (Chicago; 
Scott, Foresman and Company, 1942). 
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“1. Title-page. 
Table of Contents. 
. List of tables (if any). 
List of figures (if any). This may be sub-divided into 
charts, graphs, maps, illustrations, etc. 
5. Text of the thesis. 
A. Introductory chapters 
(i) The first chapter should contain: 
(a) A statement of the purpose of the study. 
(b) A validation or an analysis of the im- 
portance of the study. 
(c) Definitions of terms used (when these are 
necessary). 
(d) Statement of organization into chapters. 


Pwr 


(ii) Review of previous related studies, bringing 
the history of research in the subject up to 
date. (In some theses, where the literature is 
very meagre, this material may be included 
as a section of Chapter 1. 

(iii) Statement of method of procedure and sources 
of data. 


B. Report of the study under appropriate chapter 
divisions. 
C. Summary chapter of findings, conclusions, and 
recommendations. 
6. Bibliography (if required). 
7. Appendix or Appendices (forms, standard practice 
bulletins, report blanks, etc.). 
8. Index (if any).” 


The candidate’s position to cost accounting and his views 
on the importance of cost accounting and its place in the whole 
field of economics, mentioned earlier in this article, could well 
be placed in the introductory first chapter in connection with 
the statement of purpose of the study. 


It would be a basic error of the candidate if he were trying 
to invent definitions or techniques which have been invented 
or described before in the existing cost accounting literature, 
probably in a much more perfect manner than the candidate 
could himself achieve. The writer will, therefore, make his 
thesis much more valuable if, in his research, into the existing 
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literature on the theme he has chosen, he finds the definitions 
and statements needed in support of his description of a cost 
accounting system, etc. 

Imagination is rather a process of making new wholes out 
of familiar parts.° 

Obviously, the writer has to avoid to present views, state- 
ments, or definitions which he has found in his research as his 
own, out will have to acknowledge all quotations carefully with 
giving the source of the statement, or view, preferably in a foot- 
note, which permits the reader to find the original presentation 
if he so desires and enlarge upon the quotation made by the 
writer of the thesis. It may be helpful, not only for the reader, 
but for the candidate himself, if his introductory chapter out- 
lines the field he wishes to cover in his study and the steps he 
will take to achieve his purpose and the procedures used in the 
process. It is only natural that this introductory chapter will 
have to be revised and rewritten as the work progresses, in 
order to remain in agreement with all the changes the writer 
had to make when carrying out his work. Very seldom can re- 
search be carried out to such a final stage before the actual 
start of writing his thesis that the original outline of the work 
remains unaffected by the subsequent deviations and excursions 
brought about through discoveries, new thoughts, new angles, 
occurring in the course of preparing the thesis. 


Writing Procedure 


It depends very much on the character, skill and ability 
of the writer whether he prefers first to make a rough draft of 
the thesis and then go back and work out chapter after chapter 
in detail, or whether he prefers to draft each chapter and then 
review and revise it until he considers it completed. Both 
methods have their advantages and disadvantages. In any case, 
it is advisable to keep reference cards at hand on which to jot 
down any thoughts which occurred to the writer when drafting 
a chapter which had no place in the chapter itself but may be 
of value and importance in following chapters, or chapters al- 
ready drafted. The jotting down of ideas in that way not only 
preserves the idea for further developing but also relieves the 
mind of the writer of the disturbing presence of a thought which 
doesn’t fit into his present writing but seems still important to be 


(6) . os Oversireet, The Mature Mind (New York; W. W. Norton & Company, Inc., 
49). 
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pursued, This technique, by the way, can also be adapted ad- 
vantageously to examination writing. 


In the organization of each chapter, it is of value to preface 
the chapter by a short description of its intended contents and 
conclude the chapter by pointing out what contribution this 
chapter makes to the whole dissertation. 


Distinct side headings help to separate the sub-divisions of 
each chapter and also assist the reader in finding his way 
through the thesis. All material not absolutely needed for the 
context should be relegated to footnotes or appendices where it 
remains available for the thorough reader without distracting 
from the value of the thesis for the more superficial reviewer. 


From the aforequoted Form Book for Thesis Writing, the 
following remarks on the final chapter of the thesis are 
excerpted: 


“The final chapter should be a summary, restating 
the findings of the preceding chapters to show suc- 
cinctly the more important findings of the whole study. 
Furthermore, it should state the conclusions of the 
investigation and may also indicate those problems 
which have been raised in the mind of the author but 
which require research beyond the limits of the in- 
vestigation reported.” 


In writing a thesis we have considered, as a first step the 
selection of a theme, the second step the preparation of the 
material, research into existing literature, collection of forms, 
reports, etc., which are intended as the backbone of the thesis. 
The next step is the drafting of the thesis. After this first draft 
of the paper is completed the most tedious task for the candi- 
date starts. The paper has to be reorganized, the composition 
has to be revised, the final form and division into chapters, sub- 
chapters, paragraphs, etc. decided upon. 


After this is done, some thought has to be given to the 
typing for final presentation. The paper has to be chosen, the 
standard size (8%2” x 11”) determined, the type of typewriter 
has to be selected, preferably one with a well readable type, 
black ribbon, etc. The main text should be double spaced for 
easier reading but quotations can be single spaced as are the 
footnotes. It is recommended that only one side of each sheet 
be used. 
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Footnotes should be numbered consecutively right through 
the paper and care should be taken that the footnotes are placed 
on the page on which the reference appears. This often presents 
quite a technical difficulty. It has to be considered before the 
page is actually typed unless the writer risks re-writing of 
numerous pages and perhaps whole chapters. It is advisable to 
start each chapter on a new page in order to avoid re-writing 
if changes in any one chapter are to be made. 


There are definite rules for the sequence of quotations in 
footnotes as well as in appendices, bibliographies or indices. It 
would be beyond the scope of this article to quote all these rules 
in detail. The aforelisted manuals should be consulted for this 
purpose. 


Footnotes in this article have been arranged in a way 
recommended by the manuals and can, therefore, be taken as 
an example. If forms, reports, statistics, schedules appear in an 
appendix, it is unnecessary and will often be found cumbersome, 
to describe these forms, etc. in detail in the text. A short refer- 
ence to the appendix is completely sufficient. 

A thesis becomes more valuable if it is accompanied by a 
good bibliography which the writer can easily achieve by keep- 
ing track of all the works and publications and bulletins he has 
studied before writing his thesis. 

A good index to a thesis will increase its practical use 
substantially. An index should help the reader who doesn’t 
want to read the whole thesis or who has read the thesis but 
wants to refer to some specific matter dealt with in the thesis 
to find the subject without having to scan the whole work. 
Choosing the headings for the index requires some thought but 
the effort going into an index is certainly not wasted. The 
writer himself will sometimes be assisted by the index in refer- 
encing and cross-referencing his statements and findings. Cross 
referencing of various items in a thesis saves repetition and 
cumbersome restatements of facts or premises. A simple refer- 
ence (for instance (see page .....)) will serve the purpose and 
enable the reader to find the required detail, if he so desires, 
without difficulty. 

In submitting his thesis, the candidate should prove that 
he has digested the instruction training which he has received 
during the time of his studies and practical experience in the 
preparation and submission of reports. When writing and sub- 
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mitting a report, the writer should always ask himself the 
question: “How would I like to receive this report?” It is obvious 
that a comprehensive report should not be presented on loose 
leafs haphazardly stapled together, but rather neatly bound in 
an attractive folder. The first impression one receives on look- 
ing at the report, or thesis, is very important. The candidate 
will, therefore, be well advised to pay attention to a proper and 
attractive looking binding of his thesis in a clean and firm folder, 
leaving sufficient margin to allow the reader to turn the pages 
without effort. If the appendix containing forms, cards, report 
blanks, etc., is voluminous and the material is of different sizes, 
it will be advisable to bind the appendix separately from the 
thesis itself. Cards, etc. should be properly attached to leafs of 
the size of the thesis, either by staples or glue. 


Conclusion 


A final note of advice may lead to the conclusion of this 
article. The candidate should be aware that he is not expected 
to write a textbook nor is he in a position to contribute a com- 
pletely original development to cost accounting. The candidate 
has, by necessity, to place some limitations on his presentation 
and should avoid, for instance, defining terms which are well 
known and uniformly used in cost accounting literature as, for 
instance, “job order system”. On the other hand, the thesis 
should be complete in itself and the reader should be able to 
gain a rounded out impression from the dissertation. 

When a thesis is submitted, it is not always found accept- 
able in its first form. The candidate may have missed various 
points which he is asked to revise by strengthening the presen- 
tation, sometimes by completing and enlarging certain parts 
of his thesis and sometimes by re-writing chapters or paragraphs. 
The student can avoid this tedious and sometimes ponderous 
task by critically reviewing his own work before submitting it. 
In so doing, he should ask himself the following questions: 

“Have I properly treated the various cost 
factors?” 

“Did I, in my thesis, answer the question as to 
why it is necessary to ascertain and collect the data, 

or did I stop with the mere description of how the 

cost factors are ascertained and how they are re- 

corded, and what is the-end purpose of this cost 
work?” 
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“Have I confined myself to the description of the 

cost system at the point where reports are prepared 
from the periodical balances of the cost records and 
have I perhaps failed to deal with the techniques by 
which the figures presented in the reports and state- 
ments should and could be utilized for management 
purposes (control of expense)?” 

In writing the thesis the candidate should, perhaps, keep 
in mind that the industrial accountant must illustrate not only 
his technical skill and knowledge but also his ability of im- 
parting it to others in a language understandable to the layman 
in accountancy. “He should have an independent, objective and 
impartial viewpoint on all facts which he has reviewed.” 

“The greatest reward received from one’s vocation is a 
keen personal interest and pleasure which his work evokes.”* 

This can be well applied to the thesis. The candidate who 
develops a vivid interest in his thesis, who feels that by writing 
the thesis he is improving himself to a substantial degree and 
fits himself for an important role he will have to play in society, 
carrying out his vocation, will write a much better thesis than 
the one who just considers thesis writing an unavoidable task 
and the last hurdle to be jumped over before achieving the 
coveted R.A. degree. 


(7) Institute of Chartered Accountants of Ontario, The Career of a Chartered Accountant, 
(Toronto, 1949). 
(8) Ibid. 
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